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Liberal congresspersons, such as Rep. John LaFalce (D-NY) and Bruce Morrison (D-CT), say they
will fight the World Bank's request for additional capital unless the administration discusses an
international debt facility. Under this plan, a developing nation's debt would be acquired from
commercial banks at a discount by an institution that could be linked to the World Bank or the
International Monetary Fund. The savings would be passed on to the debtor nation. LaFalce
said, "I won't vote for a single penny unless the Reagan administration accepts debt relief as
a component of its debt strategy." In late 1987, the administration announced its support for
a $75 billion capital increase for the World Bank. Of that amount, 3% is in cash. Recently, the
administration submitted a request for $70 million for this fiscal year as the first installment of the
US share. Both House and Senate trade bills contain a proposal calling on the president to negotiate
a debt facility organization. The Treasury is opposed to the idea in the belief that such plan would
ultimately be paid for by taxpayers of developed nations. According to Morrison, "There is no
way to divorce third-world debt from a capital increase. What's the point of piling debt upon debt
that the countries can never repay? In the end you risk non-payment to the World Bank." Next,
conservative critics, mostly Republicans, criticize the World Bank for shoring up socialist regimes.
Some congresspersons are opposed to the capital increase on grounds of the World Bank's lending
policies which could ultimately produce lost jobs in the US. A case in point is a $400 million loan
in early March to modernize the Mexican steel industry. The Bank has met criticism of the loan by
noting that Mexican demand for steel is rising. The loan is intended to assist Mexico City in ridding
itself of inefficient state subsidies, and to develop a smaller, more market-oriented steel sector. In
1987, US steel imports from Mexico totaled 487,000 tons, up from 431,000 in 1986. (Basic data from
New York Times, 03/28/88)
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